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German Central Bank Policy 


In examining the question of why Germany has a stable 
currency while nearly everywhere else inflation is a real 
threat. Dr. Vocke. President of the Board of Management 
of the Bank deutscher Lander, has pointed out that Ger 
many has had some advantages over othe intries, 
inasmuch as the Bank is a nonpolitical institution and 
has merely the task of keeping the currency stable. The 
Bank is not. and should not be. 
Moreover, the 


inflations is still alive and has strengthened the 


responsibl for tu 
employment. memory of two 
nation to avoid inflation at all costs. 

Dr. Vocke stated that it is wrong to suppose that the 
trend of production, prices. and wages must always be 
in an even upward direction. There must be ups and 
downs, and the essential thing is to ensure that the rises 
and falls are not too abrupt. The modest increases in 
prices in recent years were in part attributable to the 
protectionist policy pursued in the agricultural sector. 
While agricultural prices have lately shown a tendency 
to ease, the other main factor responsible for raising the 
cost of living, the repeated raising of wages. has become 
still more active. Wage increases tend to run ahead of 
prices and to exceed the increase in productivity, and 
already the stage has been reached where higher nom 
inal wages are demanded without regard to the real value 
of the increases. Unless this vicious circle is broken, 
the central bank will have no choice but to apply a policy 
of rigorous restriction which will make it impossible for 
This in turn may 


manufacturers to raise their prices. 


Europe 
Sterling Exchange Rates 


Since the spot rate against the U.S. dollar momenta 
ily reached $2.80 '4,, on January 22. the rate has flu 
tuated narrowly below $2.79%.. closing on February 21 
at $2.79 25... Forward rates continued to narrow in the 
first week of February. and in the second week they 
were still in line with the interest rate differential between 
New York and London. Since then. in spite ol the 
higher treasury bill rate in New York, the three-month 
forward premium on the dollar has widened again from 

cent to | cents 

Since the seasonal flow of sterling area commodities 


to North America should normally be bringing a demand 


lead to spasmodic crises. which will impinge heavily on 
both employers and employees 

Dr. Vocke rejected proposals such as index-tied hank 
Where flue- 


tuations in the value of a curreney are minute. no index 


deposits as a means for promoting savings. 


ouarantee 1s needed: where they are great. none 1s pos 


sible. In the event of a serious depreciation, the State 


ould not implement index euarantees without creating 


new money on a large scale and thus further depreciating 
the currency. Given currency stability. the German pre ople 
Provided the 


central bank retains its independence, currency deprecia 


will save without any artificial expedients, 


tion on any appreciable scale can be avoided for all time. 


The disorder in the capital market in Germany is not 
sing according to Dr. Vocke. in view of the nu 
is mistakes made the past. Short-term funds 
heen too often used for investment in long-term 

irities. and both the policy of maintaining artificially 

low capital rates and the complicated system of tax 


privileges nave contributed to the dislow ation ol the 


capital market. The competition produced by extending 
the principle of a free market—-praiseworthy though it is 
to the state organizations. 


Lands. also 


and in particular to the 


Was not necessary. 


Dr. Vocke concluded that. if the present poliay is main- 
tained and thre “ i} to save is further developed the re 1s 
every prospect for continued and sharp expansion in the 


German economy 


Frankfurter All Frankfurt am 


Main. Germany. February 4. 1957. 


~ 


emeine Le lung, 


ource 


from New York. sterlir 


some explanation. One 


‘s recent lack of strength needs 
explanation is that the addi 
tional cost of dollar oil. which in the absence of the 
dollar loan from the | \port Import Bank of Washineton 
(the contract for this loan was not signed until Febru 


ary 25) still had to be found across the exchanges. was 


tending to offset the usual payments for sterling mate- 
rials. The other explanation is that foreign traders. 
banks. industrial corporations, and others who need _ to 
keep sterling balances or assets in sterling have still not 
replenished them to the extent that was hoped at. the 
beginning of the year 

Sources: The Times, London, England, February 22. 
1957: The Journal of Commerce, New York. 


N.Y.. February 26, 1957. 
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Easing of Building Restrictions in Norway 


The Norwegian Government has announced that. in 
future. private firms or individuals may build dwellings 
of up to 80 square meters of floor space without applying 
for a special building license. Anyone wishing to build 
a dwelling of larger size must still apply for a license. 
but such licenses will be easy to obtain if the dwelling 
meets the standards of the state housing banks. 

Norges Handels og Sjofartstidende, Oslo. Nor- 


way. February 14. 1957. 


Source: 


French Foreign Exchange Tax 


A decree published in the Journal Officiel of Febru- 
ary 14 establishes the rates for the French tax on foreign 
exchange purchased for purposes of travel abroad which 
has been substituted for a proposed tax on gold trans- 
actions |see this News Survey, Vol. IX, p. 214). The 
tax will be 500 franes when the French france counter- 
part of the foreign exchange purchased does not exceed 
15.000 francs: 1.000 francs when the counterpart is 
between 15.000 francs and 35.000 franes: and an addi- 
tional 1.000 francs for each 35.000 frances or fraction of 
35,000 francs by which the counterpart exceeds 35,000 
francs. 


Le Monde. Paris. France. February 16. 1957. 


Source: 


Export Credits in Finland 
An export credit bank. Vientiluotto Oy. has been estab 


lished in Finland with a share capital of Fmk 200 mil- 
lion (USS87 million). of which the commercial banks 
will subscribe Fmk 120 million and industry Fmk 80 
million. The Bank of Finland and the Ministry of 
Finance are also represented on the bank’s board. The 


‘ 


purpose of the bank is to grant medium-term credit. 
from nine months to five years. principally for encour- 
aging exports of capital goods, such as ships. machinery. 
and apparatus. Credit may be given to either foreign 


buyers or Finnish manufacturers. The expansion of 
Finland’s engineering and shipbuilding industry, which 
war reparation deliveries to the U.S.S.R. made neces- 
sary. has compelled Finland to seek new markets when 
these deliveries were completed. Competition has heen 
made difficult by the export credit facilities available in 
other exporting countries. 

The Finnish Government has granted to the new insti 
tution the right to issue a bond loan of 31.5 million. 
However. this issue will still leave the funds availabl 
to the bank well below the estimated deman! for export 


credit. 


Source: AB Nordiska Foreningsbanken. l nit 
Finland. No. 4. 1956. 


Helsinki 


Yugoslavia’s Federal Social Plan for 1957 
Yugoslavia’s Federal Social Plan for 1957 comprises 


a general survey of economic developments in that coun 


try during 1956 and indications for the expected develop- 
ment of the economy in 1957. In 1956 the national prod- 
uct was about the same as in 1955, a 10 per cent increase 
in industrial production being offset by a 12 per cent 
decline in agricultural output and a 22 per cent decrease 
in construction. Fixed investment declined somewhat. 
but inventories increased markedly. Private consump- 
tion declined slightly. Prices increased by 4-5 per cent 
during the year, mainly as a result of higher prices for 
food and services. The money supply increased as short- 
term credit expansion more than offset the increase in 
savings (unused investment funds). The balance of 
payments improved as a result of a 25 per cent increase 
in exports not matched by a corresponding increase in 
imports. But there was still a relatively large import 
surplus financed in large part by U.S. aid and to a 
smaller extent by foreign credits. 

In 1957 priority is to be given to an increase in per- 
sonal consumption, especially of industrial workers. A 
10 per cent increase in the national product is expected 
(13 per cent for industry, 12 per cent for agriculture, 


} per cent for construction). Fixed investment is to 
increase by some 6 per cent, agriculture and the con- 
sumer goods sector being mostly responsible for the rise. 
Private consumption is expected to increase by 9 per 
cent. Industrial wage rates are to be raised on an aver- 
age of 9 per cent. a higher percentage of increase (12 
per cent) applying to skilled workers. An increase of the 
rder of 14 per cent is expected in exports in 1957, 
mostly in industrial goods. 


Imports are expected to 


increase as a result of larger imports of equipment 
financed by foreign credits. 
Decem- 


Source: Sluzbeni List, Belgrade, Yugoslavia. 


ber 31. 1956. 


Foreign Exchange Funds for Polish Coal Mines 


According to a Polish Government decree of Janu- 
ary 22, 1957, a coal mine which exceeds its production 
quota receives a “foreign exchange fund.” For each ton 
of coal produced in excess of its quota, the mine receives 
the equivalent of US$1.25. The mine receiving the 
foreign exchange fund can use it freely and in any 
currency for the purchase abroad of certain types of 
equipment and even of consumers’ goods needed by 
miners. The total of exchange funds received by coal 
mines during January and February is estimated at 
S162.000. 

Source: Trybuna Ludu, Warsaw, Poland. February 1, 


1957. 
Middle East 
Egyptian Import and Export Control 


The Egyptian Ministry of Commerce has announced 


that import licenses will be issued quarterly, and that 
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the quota for the first quarter of 1957 will be equivalent 
to LE 10 million. An additional LE 1 million has recent 
ly been earmarked for importing certain essential raw 
materials and other commodities for stockpiling. Licenses 
will be granted to applicants able to show that they can 
Pr ices of 


imported commodities are being scrutinized by the 


import under the most favorable conditions. 


Egyptian authorities. The license fee of 7 per cent 
imposed at the end of 1955 in order to compensate fo1 
the abolition of the “entitlement accounts,” and fro 
which several items have since been exempted, will again 
be applied to all imports, with reimbursement of the fee 
for exempted goods after they have actually been im- 
ported, 

On February 20 the Ministry of Finance decided to 
cancel all import permits issued before September 1. 
1956, except those for goods that had already arrit 
were en route. In such cases. or if the 


1 


are subject to a letter of credit due before February | 


) 


1957, the prospective importer must pay for them in full 


forthwith. Arrangements are said to have been made 


with local banks to pay in free foreign exchange for all 
It has beer 


declared that, in order to protect the value of 


imports licensed since September 1, 1956 


Egyptian pound abroad, no imports against Eg 
pounds through nonresident accounts would be 
The Ministry 
equalize the value of nonresident Egyptian pounds in 
the different markets abroad. 


Beginning February 22, the value of Egyptian exports, 


is reported to be making an ef 


except books and newspapers, must be repatriated within 

three months instead of six months as previously. 

Sources: Neue Ziircher Zeitung, Ziirich. 
January 24, 1957; Al 


February 21 and 22, 1957. 


° ! 
Switzerland. 


fhram, Cairo, Egypt. 


Pakistan's Trade Agreement with India 


A trade agreement between India and Pakistan—which 


was signed on January 22 and entered into effect as of 
February 1, following its ratification by the two Gov 
ernments—is valid for three years, but it may be termi- 
nated after one year with six months’ notice. The agree 
ment has three commodity schedules, of which Schedules 
A and B relate to commodities that may be exchanged 
freely, subject to existing laws and regulations. How 
ever, goods not listed may be similarly exchanged. and 
quantities mentioned in these schedules are not binding. 
The exchange of commodities in Schedule C. on the 
other hand, is not in any way restricted by existing 
trade regulations, the only requirement being that ther 
should be agreement between exporters and importers 
with respect to prices and other terms. Also, the quanti 
ties stated in Schedule C represent the minimum quan- 
tities to be exchanged. Although there is no quantity 


specified for jute, India has agreed to notify Pakistan 


goods in question 


263 


in September of each year about its proposed seasonal 
purchases. A new feature of the agreement is that Sched- 


t 


ule C also contains commodities that are to be exchanged 
in equal amounts between the two countries. West 


Pakistan is to send 50.000 tons of cement and an unde: 


termined quantity of sulphuric acid to adjacent Indian 


markets in return for the same quantities of these com- 


modities to be delivered in East Pakistan by India fr 


its nearby sources: thus savings in transportation 


other costs will be achieved for both countries. 
Phe provisions ol the agreement pertaining to border 


trade are aimed at restricting this trade by eventually 


confining passage to certain routes to be selected and by 
imiting it to one crossing a day per person in each 
direction. Furthermore, the quantity of commodities 


caged in border trade may 


that a person e1 


ind the amount of mon 


Far East 


Trade Agreement Between Laos and France 
A new 


It does not provide specific 

ianged between the two countries 

states that the Government of Laos undertakes 
The bearing of this 


maximize its exports to France 


ion is underscored by the large imbalance in trade 


yuntries: exports from Laos to France 
$13.000 in the period July 1955-Sep- 
million. 

The agreement is 
in force indefinitely. 1 
by either party. 
Source: Department of Commer 


¥ eekly, Washington. D. 


Demonetization of Old Banknotes in Viet-Nam 
Under a covernment decree. the 


Viet-Nam by 


circulation 


nomination 


tional Bank 


1957 


January 3. 1957 


Regulation of Rice Exports from Viet-Nam 


Viet-Nam’s rice export surplus, which is expected 


reach 200,000 tons in 1957, is to be sold abroad in 
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quarterly installments. The installment for the first 
quarter of 1957 is estimated at 50,000 tons, to be sent 
to the French Overseas Territories; 80 per cent will be 
exported by members of the Grain Exporters Association 
and the remaining 20 per cent by independent exporters. 


t 


‘cent communiqué of the Directorate of External 
which sets forth the conditions governing rice 

fixes the minimum sale price at VN$10 f.o.b. 

a (22.5 kilograms) and the maximum price at 
VN$50 f.o.b., according to quality. The exporter shall 
surrender 66 per cent of his export proceeds at the 
ficial rate and 34 per cent at the controlled free market 
rate. on the basis of an official rate of VN8$35 per U.S. 
about VN$74.50 per U.S. 
this scheme will result in an effective export rate 
of about VN$48 per U.S. dollar. The fixing of these 


I 


dollar and of a free rate of 


daollar: 


percentages is said to have been governed by the price 


f rice on the French market. The price of \ iet- Namese 


rice is somewhat out of line with world prices. but con- 
sumers in the French Union like its quality and are 


therefore willing to pay more for it than for rice from 


other countries. 


WVarchées Tropicaux du Monde. Paris. 


December 29. 1956 and January 5. 1957. 


| rance, 


Taiwan's Foreign Trade 


Trade statistics released by the Foreign Exchange and 
Foreign Trade Commission. based on the Bank of Tai 
wans foreign exchange settlement figures, show that the 
value of exports of Taiwan in 1956 totaled the equivalent 
of US$130 million, about 2.5 per cent less than the 1955 
exports Imports, excluding U.S. aid arrivals and im- 


ports finance d by pl ivately prov ice d ext hange. amounted 


to $114 million. compared with $92 million in 1955 


Thus in 


$16 million. 


1956 there was a favorable trade balance of 


valued at $76 million (some $8 million more 


>), earned nearly 60 per cent of the 1956 


export proceeds. Of 30 export ymmodities. 18 showed 


increases last year. 11 decreased. and 1 showed no 


change Rice shipm«e nts dropped to $] } million. whi h 


is only a little more than one third of the 1955 value 


] 
But textiles. woolen yarn, canned pineapple. and citron- 


ella oil all gained in 1956. The chief imports were 


chemical fertilizer (18 per cent of total imports). ores. 


metals and manufactures (15 per cent). machinery and 


' } ] 


ols (9 per cent), and crude and fuel oil (9 per cent). 


Exports and imports handled by private traders ac 
ounted for 


more thar pe! ‘! f the total 1956 


value In previous rs. percentage was generally 


between 10 per cent and 
Source: Bank 


Busir 


of Taiwan, Report 
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Release of Blocked Foreign Profits in Indonesia 


The Indonesian Monetary Board has authorized the 
release of the blocked profits of foreign companies work- 
ing in Indonesia for investment in certain Indonesian- 
owned companies. This release is, however, subject to 
prior approval by the Indonesian authorities and has to 
be carried out in accordance with the regulations laid 
down by the Bank 


blocked in June 1955, when the Monetary Board required 


Indonesia. The profits were first 
foreign companies to deposit in rupiah 40 per cent of 
iccount with the Bank 
Until now. these profits could be 


their net profits in a_ special 
Indonesia. released 


only for purposes of reinvestment in foreign-owned 


ompanies. which found, however. that their capital 


needs for reinvestment were much smaller than the 
amounts of their blocked profits, 
source: 


Indonesian Observer, Djakarta. Indonesia. Feb 


| 
ruary 12. 1957. 


United States and Canada 


U.S. Production, Prices, and Income 


The Federal Reserve Board's seasonally adjusted index 
of industrial production in the United States in January 
was 116 (1947-49=100), compared with 117 in Decem- 
ber and 143 in January 1956. The decline from Decem 
ber reflected mainly a fall in the production of durable 
goods. Although the index of automobile output rose 
169 in January 


from 162 in December t and lumber 


and products also showed slight increases. there were 
declines of 1 to 2 per cent in output of most other durable 
Among the nondurable manufac tures, 


products petro- 


leum and coal products. rubber products. and paper and 
printing increased slightly. while food continued un 
changed and textiles and apparel declined a little. Total 
mineral production was unchanged, as increases in out- 
put of crude oil and natural gas were offset by declines 
in coal and other minerals. 

Retail distribution. after seasonal allowance. remained 
at the record level of December and was 5 per cent above 
that in January 1956. Within the total. department store 
sales declined slightly. while sales of automobiles and 
some othe soods expanded. 

Wholesale commodity prices advanced further in Janu- 


ary ind early February. reflecting mainly increases in 


steel mill and petroleum products 


Following a rise in 
early January, prices of farm products and foods changed 
it mid-February they averaged 5 per cent above 

prices a year earlier. 
The Commerce Department confirmed previous esti 
mates of $412 billion for gross national product (GNP) 
in 1956, 5.4 per cent larger than in 1955. For the fourth 
GNP was at a seasonally adjusted annual rate 


mpared with $114 billion for the tl 
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quarter of 1956 and $4102 billion for the fourth quartet 


of 1955. 


About half of the 1955-56 increase represented 





the 
After a 


a rise in the volume of goods and services produced, farm population has remained at 22 \s a 
while the remainder reflected price advances. Gross proportion of t in labor | total larm ¢ 
private domestic investment rose 8 per cent. from about ment decreased trom 13.8 pe t 1952 to 12.5 pe 
$60 billion to about $65 billion, because of a $5 billion cent in 1955 and 11.8 per cent IO Alt ht 
increase in producers’ durable equipment. New con- may be some reduction in farn itput in 1957, farmers 
struction rose slightly. while business inventories in- will continue to be faced with the pr em ol | ind 
creased a little. Government purchases of soods and retaining experienced regular W rkers I elit 
services rose by L per cent from $77 billion to 880 billion witl farm portunities. while the demand 1 
and personal consumption expenditures increased by 5 irger number of seasonal workers duri he harvest 
per cent, from $254 billion to $266 billion Personal I s t ¢ ed { ss ind i is 
saving. however. rose by 24 per cent, from $17 billion to The peak in ne ! ¢ iomest seas 
$21 billion.) Net foreign investment shifted from a small workers in the | ed States was x ute : 
inflow in 1955 to an outflow of 81.1 billion in 1956 n 1956 as 1955. TI i eases raised 
The rise of national income from 383214 billion in 1955 be f seasonal workers f LO.000 d-Ma to 
to $3412 billion in 1956 was due to increases in all types 1.060.000 | a J e 195 
ot imcome except ¢ rporate protits ind renta ne I I this t the I seas i kers 
Compensation of employees. and also business and p is 5. 7 : lema : 
fessional incomes, rose about 7 per cent. Farm pro- tov the end of e. dl y almost 70 
prietors income and orporate prohts were tatrly sta t KS { 1-) 
The relatively less favorable position rt rporate prohts sl igain increased the numbet! f seas ACTS 
was due in part to the decrease in automobile demand. to 96.000—the |} est leve juris the T} 
to the steel strike in July. and to a tendency in many tt harvest required re seasonal workers 
industries for costs to increase faster than sales t la f 700,000 workers 
Sources: Department of Commerce. Survey of Current I Uct \ la ints and 
Business. Washington. D.C January 1957: fore workers wi 1 to ha st the crops _ 
The Journal of Commerce, New York. N.Y... the number of seasonal hired workers reached its Oct 
February 18. 1957. ber peak. less than 60 p ent of the jobs were 
} | il ibor Peak f ligrant w kers 
U.S. Employment was estimated at 312.000 () f while the ! n I 
Employment in the United States, continuing its sea i loreign workers d the s ¢ th was est ale 
sonal decline, fell by 1.7 million between December and ut 290.200 
January. The total number of workers was 62.9 million S s: Departn f Lal T} Labor Market 
in the week ended January 12, compared with an aver Januarv 1957. and Departments Commerce 
age of 61.6 million in December and of 62.9 million in ind Labor. Joint Press Release. February 8 
January 1956. Nonfarm employment, which fell season- 1957. Was t D.A 
ally from 53.1 million in December to 51.3 million in 
January. was neverthe less the hichest ever reco ded for Canadian Prices 
January Manufacturing employment de ed from 17.1 The eral lev t wholesa rices Ca la « 
million in December to 16.9 million in January. and t t se tl ! 1956 a it t same te 
most mayor nonmanufacturing industries showed the is 955 he Di mber 195¢ 1eX ¢ ) ent 
usual sharp January decreases. In the largest of thes \ hat December 1955 while the latter was 2 
industries. wholesale and retail trade. ¢ nployment f Le nt a x f De er 1951 Price 
by 909,000, to a total of 11.1 million in Januar En ises d dof inged { ) ! 
ployment in transportation and public utilities and ¢ Ive Bt eight i t s ind 
struction fell by 289.000. to 6.9 million products, nonmetall nerals. a il} fucts 
The number employed on farms in 1956 averaged 8.0 table products. and textiles he rise was thus < 
million—over 200,000 (or 2.4 per cent) less than in 1955 i wides it tha 5S \ st f 
iccording to preliminary estimates of the Department s eres 1a } st f 
of Agriculture Most of the fall in employment was le s metals 50 tals s 
among farm operators and family workers: the number ( 1 o per cent 
of hired workers was only slightly less than in 195 \verage : rices a : ) f 
The decrease in the farm labor supply in recent years L956. the lex 01 919 (y \ 
has rred more be uuse farm residents hold jobs off I the reast urred after Ma 1 t i ent 
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that had existed from 1952 to May 1956. Com- 
ponent prices had not been stable over this period, how 


ever. The index for shelter. for example. rose from 118 


January 1952 to 132 in May 1956 and 131 in Decem 
be! L956 | rr ther service tems. as distinguished from 
n dities. the index also moved up steadily. from 


114 131 during the same per od. The index for non- 


100 qaities. alte l¢ g | m 116 at the begir 
{ 1952 t a low of 110 in mid-1955. then rose 
slow to 112 in December 1956. Food was the compo- 
ent l st respons el raising the total index 
Yor the food index increased f{ 109 j May t 
118 in November. alt! th half of the & per cent 
rease was seasonal in nature. Clothing was the only 

n I omponent group to show an over-all decline 

th ! 1956 and in the entire 1952-56 period 
S D on Bure Statistics. Prices and Pri 


Latin America 


Export-Import Bank Loans fo Mexico and Argentina 
The Export-Import Bank of Washington has announced 


the extension of a $16 million credit to Na nal Finan- 
ciera. S.A... of Mexico The credit will assist Altos 
Hornos de Mexico. S.A., in the expansion of its steel 
maki! facilities at Monclova. using machinery. equiy 
ment. and services from the United States The credit is 
guaranteed unconditionally by the Mexican Govern 


s credits in 


0 s innual stallments comm January | 
‘of ’ 
1 ] } 
The Bank has als i eda k f $56.2 million 
to Argentina. to assist in the purchase of U.S. transpor- 
lation equipment The loan will be drawn under a $100 


million line of credit authorized to Argentina in Sep- 


tember! 1956 see this News Survey Vol i @ p 95 


P hases will ick 150. diesel locomotives. freight 
irs ails tor ret a roadbeds. and other equipment. 
hie n will be repaid 26 semiannual installments 

I ) t | vears from the dat f the first 


Washington. D.( February 12 and 


Economic Activity in Mexico 


Preliminary data and estimates confirm that new rec- 
] 


ord levels of economic activity were achieved in Mexico 


Although the stability of the 


during 1956 international 


economy 


and continued boom conditions in the world 


industrial centers contributed to this improvement, the 
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crowing availability of domestic resources and monetary 


and fiscal policies were mainly responsible. 


The most recent estimates of gross national product 


show a 7 per cent growth in real terms in 1956, a repeti- 


tion of the rate of growth during 1955. During the 


1955-56 crop year. new high levels were attained in the 


Mexi oO 
| 


second 


beans: thus 


foodstuffs for the 


production of wheat. and 


a hie ved 


corn, 
self-sufficiency in 


consecutive year. Export crops. excluding cotton, als 


] } ° 
were considerably greater than in previous years. \ 


1 
considerable number of new man 


ifacturing plants were 


‘ 


operation. and transport facilities were ex- 


put into 
panded and improved 


As a result of excellent business conditions. federal 


I 


revenues were larger than anti pated: theretore, despite 


nereased government expenditures. the Treasury realized 


a budget surplus which made 


| possible a further reduc- 
tion of domest debt. Inflationary pressures subsided 


somewhat: at the end of 1956. the lex of wholesale 
prices was only 2 per cent higher than at the end of 
1955. In spite of record imports. foreign exchange 


reserves at the end of last vear were considerably higher 


than in previous vears. 


The federal budget for 1957. which was a 


the Legislature in December 1956 provides a balanced 


hudget of about 7.600 million pesos (USS608 million 


an increase of about 15 per cent ove the 1956 budget. 


No changes in taxation are proposed but revenues are 


expected to be considerably larger than last vear as a 
result of a higher level of economic activity and further 
mprovements tax « lections The main sources of 
increases } reve e in the new idget will be customs 
duties and direct taxation 1 me ind business profits 
The largest single increase is expected from income 


taxes which the Treasury estimates will vield 2.200 


million pesos. against 1.700 million 


pesos bud eted tor 


1956. On the expenditures side spending on publi 
works and other capital investment will amount to 3.160 
million pesos and will account for about 42 per cent 


of total 


vernment expenditures. The Treasury also 


expects that the domestic public debt will again be 


Source: Banco Nacional de Comercio Exterior. Comercio 


Exterior de Mexico. Mexico. D.F.. January 1957 


Ecuadoran Taxes on Imports 


The Ecuadoran Government has imposed on imports 
totaling 114 per cent, on the f.o.b. 
A tax of per cent on the f.o.b. 


value of all imports was authorized by a congressional 


three new taxes. 


value of the imports. 


decree. effective November 22. 


1956, for the purpose of 
financing public works in the provinces of El Oro, Loja, 
and Azuay. Another tax of '4 per cent on the f.o.b. 


value of all imports was provided for by a congressional 
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decree approved on November 29, 1956. for the purpose 
of financing electrification in Tulcan and the building 
of a school in Guayaquil. A third congressional decree, 
effective December 5, 1956, established a tax of !% per 
cent on the f.o.b. value of all imports. to be used in 
financing highway construction in the Oriente, or east- 


ern provinces. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., February 11, 1957. 


Economic Conditions in Brazil 


A report on the economic situation in Brazil, made 
by the National Economic Council, shows that national 
income increased only 1 per cent in 1956, reflecting a 
fall in agricultural production while other activities, 
especially in industry, expanded. Of the average increase 
of 26 per cent in investment, private interests and govern- 
ment institutions contributed in almost equal proportior 
however, the total of private investment amounted to 
about Cr$89 billion, in contrast to government investment 


of only a little over Cr$24 billion. 


The agricultural area cultivated rose from 21.9 mil- 
lion hectares in 1955 to 22.5 million hectares in 1956 
The total value at 1955 prices of agricultural production 
fell, however, from Cr$142 billion in 1955 to Cr$136 
billion in 1956. Industrial production during the first 
half of 1956 exceeded that in the corresponding period 
of 1955 by 


(32.6 per cent) being greater than that of consumer 


27.4 per cent, the expansion in capital goods 


23.3 per cent). 


voods { 


Consumption of electricity 
increased by 15.6 per cent. The expansion of industrial 
production was assisted by the greater volume of electric 
energy available, higher productivity in existing factories, 
and higher prices for imported products competing with 
Brazilian industry; on the other hand, it was handi- 
capped by import difficulties resulting from the foreign 
exchange situation, with correspondingly high prices for 
machinery and raw materials. 

The report points out the disparity in the per capita 
income in the various regions of Brazil, the figures for 
North Cr$t.800 (Cr$2.200 in 


Northeast Cr$3.800 (Cr$2.000). East Cr$4.600 


1955 being as follows: 
1950). 
(Cr$2.100), and Central-South Cr$13,100 (Cr$5.600). 
The reason given for these disparities is that in central 
and southern Brazil only 44.3 per cent of the active pop- 
ulation is engaged in primary production, where incomes 
are lowest. whereas the proportion so engaged in the 


remaining regions is 60 per cent, 


The general price index has increased by over 200 
per cent since 1949. The increase from January to 
August 1956 was greater than in the same period in 
1955. Agricultural products, excluding coffee, showed a 


more pronounced increase in the 1956 period, and the 


prices of industrial goods also increased more rapidly 
than in 1955 


In the first eight months of 1956 bank credit expanded 


] | 


by CrSl6 yn. against Cr$6 billion during the same 


period in 1955 The National Treasury absorbed Cr$12 
billion of the 1956 increase, mainly to pay higher salaries 


The Bank of Brazil increased its loans 


servants. 


to the National Treasury by 30 per cent but restricted 
the credit granted to private enterprise. 

The Government has recently forwarded to Congress 
a bill to establish a system by which private enterprise 


could expand production of electric energy in the same 


the most is made of the bas or I forces that oper 
ite in favor of. the ntry’s progress. For ma ears 
the State has borne the burden of basic structural ente 

ses. while the expansion f light industry has been 
left to private interests. By this procedure the greatest 

estment problems have tallen exclusive n the Gov 
t ment reating a great disparity between the rate I 
I matior f savings and the spe d of their utilization 
The Council believes that, when a country has reached 
a certain stage of development and when the impulse 

ven by private enterprise 1s ev ident. the State must not 
trv to regulate the economic order by means of disguised 


nfiscation of property through the imposition of inade- 


quate tariffs. the freezing of prices, or devaluation of the 


l 


currency. Government policies could be exercised with 


ereater efficiency by indirect means 


Source: Bank of London & South America. 


Re eu, 


Fortnightly 
London, England. January 19, 1957. 


Increase of Exchange Tax in Chile 


Under Law No. 12428 of January 19. all sales of 
exchange in Chile, including those for invisible items. 
are subject to a tax of 5 per cent, instead of | per cent 
as previously. All sales of exchange for imports are 
subject also to a tax of 15 pesos per U.S. dollar (or the 


equivalent in other currencies), with the exception of 
shipments on government account and a short list of 


basic imports. 


Source: Bank of London & South America. Fortnightly 
Review, London, England, 


l 


February 16, 1957. 


Exchange Control in Argentina 


\ regulation of the Argentine Central Bank requires 
that for every sale or purchase of exchange in the free 
market the purpose of the operation should be recorded 
with the Central Bank. It is explained that this regula- 
tion is exclusively for statistical reasons. with a view to 
facilitating the calculation of the balance of payments 


and the submission of information incidental to member- 
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ship in the International Monetary Fund and the Inter- 
national Bank for Reconstruction and Development. No 
report is required of the name of the person or firm 
involved in an exchange operation. 
Ziircher Zeitung. 


January 25. 1957. 


Source: Neue Zurich. 


Switzerland. 


Other Countries 


Australian Import Restrictions 


The Australian authorities announced on February 19 
that additional import licenses have been made available 
during the current quarter for certain goods in great 
demand. 


affected. 


A total of 85 items in the customs schedule are 


Among the items on which increases of 100 per cent 
in existing quotas are being allowed. on the merits of 
particular importers submissions, are paints and colors, 
dyes. chemicals. pipes and tubes, roller and ball bearings 
unbleached cotton piece goods, and replacement parts 
for textile machinery. Substantial increases—in some 
cases up to 50 per cent of existing quotas—are being 
allowed on agricultural and dairying machinery. tractot 
parts. replacements for earth-moving equipment. and 
parts for motor vehicles which cannot be made in Aus- 
tralia. 


Source: 


The Times. London, England, February 20 


South African Gold Production 


Gold production in the 


Africa 


amounted to 15.89 million fine ounces in 1956. a new 


Union of South 
record figure. It was 8.8 per cent greater than in 1955, 
and more than 20 per cent greater than in 1954. The 
declared value of the 1956 gold output was £198.5 mil- 
lion, compared with £182.8 million in 1955 and £164.6 
million in 1954. 

Most of the increase in output during 1956 was at- 
tributable to the expanding operations of the mines in 
the Orange Free State. whose production rose to 3.17 
million fine ounces. from 2.19 million fine ounces in 
1955. There was. however. also a slight increase in the 
production of the Witwatersrand Mines, to 12.21 million 
fine ounces in 1956 from 11.91 million fine ounces in the 
Production of 


amounted to 0.52 million fine ounces in 1956. compared 


previous year. miscellaneous mines 


with 0.51 million fine ounces in 1955. 


Source: The Standard Bank of South Africa Limited. 
The Standard Bank Review, London. England. 


February 1957. 


Currency and Central Bank in Ghana 


The Legislative Assembly of the Gold Coast has passed 


a bill setting up a currency and a central bank for 


INTERNATIONAL FINANCIAL News Survey. March 1. 1957 


Ghana. the new Commonwealth State that will be estab- 
lished on March 6. 1957, when the Gold Coast attains 
The name of the central bank will be 


Bank of Ghana: one of its principal functions will be 


independe nce, 


to issue the national currency. The new unit of currency 
will be the Ghana pound and, under the bill adopted, its 
value has been established at par with sterling. The 
Bank of Ghana will be required. on demand, to issue 
and to redeem its notes and coins against sterling. The 
new currency will be fully backed. mostly by sterling 
assets, but with provision for a limited fiduciary issue. 
It is hoped that by these measures the value of the Ghana 
pound will be assured and the currency will command 
confidence from the very start. Another prime function 
of the Bank will be to act as the main, and ultimately 
the sole. banker to the Government. In this connection 
it has been empowered to make strictly limited and tem- 
porary advances to the Government to help smooth over 
the marked seasonal fluctuations in government revenue 
arising from the predominance of cocoa exports in the 
country s economy. The Bank may become banker to 
other banks and government institutions. but it will not 
compete for commercial business. It will be empowered 
to require that other banks operating in the country 
should maintain at all times a minimum holding of liquid 
assets. to be expressed as a percentage of the other banks’ 
deposit liabilities. The present Bank of the Gold Coast, 
which has hitherto acted as one of the Government’s 


bankers 


be reorganized by separate legislation and will confine 


in addition to financing African traders—is to 


its operations in future to commercial business under 
the name of the Ghana Commercial Bank. 

The new central bank is expected to begin operations 
later this year: since preparations for the issue of the 
national currency may take a rather long time. it is 


likely to be 


currency-issuing functions. Until then, the existing cur- 


mid-1958 before the Bank assumes its 


rency of the West African Currency Board will continue 


to be used and will remain legal tender. 


Source: The Times. London. England. February 18. 1957. 
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